Rev. Rul. 2003-49, 2003-20 |I.R B. (May 19, 2003)

| SSUES

On Novenber 2, 2002, Pub. L. 107-276 was enact ed,
amendi ng 8 527 of the Code. The new | aw anends the reporting
and discl osure requirenents for tax-exenpt political
organi zations described in 8 527 with respect to the
following: (1) notice of status, (2) periodic reports of
contributions and expenditures, and (3) annual returns. This
revenue ruling provides questions and answers relating to the
reporting and di sclosure requirenents for political
organi zations described in 8 527, as anended by
Pub. L. 107-276.

QUESTI ONS AND ANSVEERS
l. Notice of Status
1. Q What is the notice of status requirenent for an

organi zati on described in § 5277

A. Under 8 527(i)(1)(A), to be tax-exenpt, a political

organi zation is required to give notice electronically to the
Service that it is a political organization described in
8§ 527, unless excepted (see QRA-3).

2. Q What is the required notice fornf
A. The required notice formis Form 8871, Political

Organi zation Notice of Section 527 Status.

3. Q Are all political organizations required to file the
Form 8871 notice to be tax-exenpt?
A. No. Under 8§ 527(i)(5) and 8 527(i)(6), five types
of organi zations are not required to file the Form 8871
notice:
(a) Any person required to report under the
Federal Election Canpaign Act of 1971
(FECA) as a political commttee (see 2
U S.C. § 431(4));
(b) Any political conmttee of a state or | ocal
candi dat e;
(c) Any state or local commttee of a political
party;
(d) Any organization that reasonably
anticipates that its annual gross receipts
will always be |l ess than $25,000; and
(e) Any organization described in 8 501(c) that
is subject to 8 527(f)(1) because it has
made an "exenpt function" expenditure.
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4. Q Must a political comnmttee of a state or |oca
candi date be incorporated or otherw se have fornmal
organi zati onal docunents to be excepted fromthe Form 8871
filing requirenments?

A. No. As discussed in Q%A-13, 8§ 527 does not require
political organizations to be incorporated or otherw se have
formal organi zational docunents to qualify as a tax-exenpt
political organization. Therefore, a political organization
need not be incorporated or otherw se have fornmal
organi zati onal docunents to qualify for the exception under
8§ 527(i)(5) for political commttees of a state or | ocal
candi dat e.

5. Q Is a political organization required to file
Form 8871 if it does not know whether it will have annua
gross recei pts of $25,000 or nore for any taxable year?

A. A newly established political organization is not
required to file Form 8871 if it reasonably anticipates that
its annual gross receipts will be |l ess than $25,000 for its
first six taxable years. However, if an organization, in
fact, does have annual gross receipts of $25,000 or nore for
any taxable year, it is required to file Form 8871 within 30
days of receiving $25,000 in a single taxable year to continue
to be tax-exenpt.

6. Q I's the separate segregated fund established under
8§ 527(f)(3) by a 8§ 501(c) organization required to file
Form 88717

A. A 8 501(c) organi zation that is not prohibited from
participating in political canpaign activity has the option of
conducting the activity itself or setting up a separate
segregated fund. If the 8 501(c) organization conducts the
activity itself, it is subject to tax under 8§ 527(f)(1) on the
| esser of its investnent inconme or the anount of its political
expenditures, but it is not required to file Form 8871
pursuant to 8 527(i)(5)(A). |If the 8§ 501(c) organi zation
establishes a separate segregated fund, the fund is treated as
a separate political organization under 8§ 527(f)(3) and does
not qualify for the exception under 8 527(i)(5)(A).

Therefore, unless it neets one of the other exceptions, the
separate segregated fund is required to file Form 8871 to be
t ax- exenpt .

7. Q I s an organization that finances both federal and
non-federal election activity required to file the Form 8871
notice to be tax-exenpt?

A. As a general rule, any political organization

(whet her or not separately incorporated) that is organi zed and

operated primarily for an exenpt function under 8§ 527(e)(2)

(see Q&A-22) nust file Form 8871 to be tax-exenpt unless it

meets one of the exceptions discussed above (see Q&A-3), one

of which is being required to report under FECA as a political
conmmttee. An organization that finances election activity
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(within the nmeaning of FECA) for both federal and non-federal
el ections nmay establish a political commttee to receive
contributions and make expenditures for both federal and
non-federal election activity. In that case, the organization
must register as a political commttee and conply with the
FECA contribution limtations and reporting requirenents. 11
C.F.R 102.5(a)(1)(ii). Such an organization is, therefore,
not required to file Form 8871.

I f, however, the organi zation sets up separate accounts
to conduct its federal election activity and its non-federal
el ection activity, the federal account is treated as a
separate political commttee that is required to register and
report under FECA. 11 C.F.R 102.5(a)(1)(i). The treatnent
of the federal account as a separate conmttee i s consistent
with the organizational requirenents for political
organi zations under 8 527, as discussed below in Q%A-13.
Accordingly, the separate federal account is not required to
file Form 8871. However, a separate non-federal account is
not required to register and report under FECA as a political
commttee. Therefore, a separate non-federal account that is
described in 8§ 527(e)(1) is required to file Form 8871 to be
t ax- exenpt .

8. Q Is a political organization that is required to
report to state or local election agencies excepted fromthe
notice requirenment?

A. Section 527(i) does not except political

organi zations that file reports with state or | ocal election

agencies fromthe notice of status requirenent. Therefore,

unl ess the political organization neets one of the exceptions

di scussed above in Q%A-3, it nust file Form 8871 to be

t ax- exenpt .

9. Q When nust the organization file Form 8871?

A. If the political organization seeks tax-exenpt
status, Form 8871 nmust be filed within 24 hours after the date
on which the organi zati on was established. |If the

organi zati on has a material change in any of the information
reported on Form 8871, it nust file an anended Form 8871
within 30 days of the material change to maintain its

t ax- exenpt status. \When the organization termnates its

exi stence, it nmust file a final Form 8871 within 30 days of
term nation.

10. Q What are the nethods of filing Form 8871?

A. Section 527(i)(1)(A) requires that the Form 8871 be
filed electronically. Form 8871 may be filed electronically
via the Internal Revenue Service Internet Web Site (I RS Wb
Site) at ww.irs.gov/polorgs (I RS Keyword: political orgs).
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11. Q Must an organi zation take any additional steps
before filing Form 88717
A. To file Form 8871, the political organization nust

have its own enployer identification nunber (EIN) even if it
has no enpl oyees. To obtain an EIN, an organi zation nust file
Form SS-4, Application for Enployer Identification Number,
with the Service. See the Form SS-4 Instructions for
i nformati on on how to get an EIN by tel ephone.
12. Q VWhat i nformation nust be provided in the Form 8871
notice?

A. Under 8 527(i)(3), an organization nust provide in
its Form 8871 notice its nanme and address (including any
busi ness address, if different) and electronic mailing
address; its purpose; the nanes and addresses of its officers,
hi ghly conpensat ed enpl oyees, contact person, custodi an of
records, and nenbers of its Board of Directors; the name and
address of, and relationship to, any related entities (within
t he neaning of 8 168(h)(4)); and whether it is claimng an
exenption fromfiling Form 8872 as a qualified state or | ocal
political organization (within the meaning of § 527(e)(5)) or
an exenption fromfiling Form 990 as a caucus or association
of state or local officials.

13. Q Does 8§ 527(i) change the organi zational requirenents
for 8 527 organi zations?
A. No. Section 527 does not require an organi zation to

have formal organi zational docunments, such as articles of

i ncorporation. Under 8§ 1.527-2(a)(2) of the Income Tax

Regul ations, a political organization neets the organizati onal
test if it is organized for the primary purpose of carrying on
exenpt function activities as defined in § 527. The

regul ation specifically states that the organi zati on need not
be formally chartered or established as a corporation, trust,
or associ ation. For exanple, a separate bank account can
qualify as a political organization. See Rev. Rul. 79-11,
1979-1 C. B. 207.

The requirenment that a 8 527 organization include the
nanes and addresses of its officers, highly conpensated
enpl oyees, and nmenbers of its Board of Directors does not
change the organi zational test for 8§ 527. Section 527(i) does
not require political organizations to be organized with
Boards of Directors, officers and highly conpensated
enpl oyees. It nmerely requires the organization to provide
their names and addresses if it is so organized.
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14. Q What is a "related entity" for this purpose?

A. An entity is a "related entity" within the meaning
of 8 168(h)(4), which provides that an organization is rel ated
to another entity as follows:

(a) The two entities have (i) significant compn

pur poses and substantial common nmenbership or (ii)
directly or indirectly substantial common direction
or control; or

(b) Either entity owns (directly or through one or nore

entities) a 50 percent or greater interest in the
capital or profits of the other. For this purpose,
entities treated as related entities under (a) above
shall be treated as one entity.

15. Q What are "highly conmpensated enpl oyees” for this
pur pose?

A. Hi ghly conpensated enpl oyees for this purpose are
the five enpl oyees (other than officers and directors) who are
reasonably expected to have the highest annual conpensation
over $50,000. Annual conpensation includes both cash and
noncash anmounts, whether paid currently or deferred.

16. Q What is a qualified state or |ocal politica
organi zati on?
A. A qualified state or local political organization is

a political organization that neets the foll ow ng
requi renents:

a. The organization limts its exenpt function (see
QBA-22) to the “sel ection process” (see Q8A-22)
relating solely to any state or local public office
or office in a state or local political
or gani zati on;

b. The organi zation is required under a state lawto
report to a state agency (and the organization does
so) the information that otherw se would be required
to be reported on Form 8872. The organi zation w ||
meet this requirenent even if the state | aw does not
require reporting of the identical information
required on the Form 8872, so long as at | east the
following information is required to be reported
under the state law and is reported by the
or gani zati on:

(a) The nanme and address of every person who
contributes $500 or nore in the aggregate to
t he organi zation during the cal endar year
and the amount of each contribution, and
(b) The nanme and address of every person to whom
t he organi zati on makes expenditures
aggregati ng $800 or nore during the cal endar
year, and the anpunt of each expenditure.
However, if the state |law requires the reporting of
any additional information specified in 8§ 527(j) (3)
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(see Q&A-40), the organization will neet this
requirenent only if it reports that additional
information to the state agency;

c. The state agency nakes the reports filed by the
organi zati on publicly avail abl e;

d. The organi zati on nmakes the reports filed with the
state agency publicly available in the manner
described in 8 6104(d) (see QQA-44); and

e. No federal candidate or office holder controls or
materially participates in the direction of the
organi zation, solicits contributions to the
organi zation, or directs any of the organization’s
di sbursenents.

17. Q May a political organization that is required under
a state law to report to a state agency sone, but not al
of its contributions and expenditures that ot herw se woul d
be required to be reported on Form 8872 neet the
requirenents for a qualified state or |ocal political
organi zati on?

A. Except for contributions or expenditures that are
not required to be reported because the state | aw has a higher
threshold for reporting (see Q%A-16), all contributions and
expendi tures that otherw se would be required to be reported
on Form 8872 nust be required to be reported under the state
law to a state agency (and the organi zation nust so report)
for the political organization to neet the requirenents of a
qualified state or local political organization.

18. Q May a political organization that conducts
activities in nore than one state neet the requirenents for
a qualified state or local political organization?

A. A political organization that conducts activities in
more than one state that otherwi se neets the requirenents (see
Q&A-16) for a qualified state or local political organization,
including the requirenent that it limt its exenmpt function
activities to the “selection process” relating solely to any
state or |ocal office and not influence or attenpt to
i nfluence the “selection process” of any individual to federal
public office, may be a qualified state or |ocal political
organi zation. To be a qualified state or |ocal political
organi zation, a political organization that conducts
activities in nore than one state nmust be required under the
| aws of one state to report to that state’s agency (and the
organi zati on nmust so report) information regarding all of its
contributions and expenditures that otherw se would be
required to be reported on Form 8872, without regard to
whet her those contributions or expenditures were received or
made within that state. The organization nust identify this
state on its Form 8871 when claimng an exception fromfiling
Form 8872 as a qualified state or |ocal political organization

(see QRA-12).
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19. Q May a caucus or association of state or | ocal
officials be a qualified state or local political
organi zati on?

A Yes, a caucus or association of state or |ocal
political officials may be a qualified state or |ocal
political organization if it nmeets the requirenents (see

Q8A- 16) .

20. Q VWhat if an organi zation described in 8 527(e) (1)
does not file the Form 8871 notice?

A. An organi zation described in 8 527(e)(1) nmust file
Form 8871 to be tax-exenpt, unless it is an organi zation
described in 8 527(i)(5) or 8 527(i)(6) (see Q&A-3). If the
organi zation fails to file Form 8871 on a tinely basis,

8§ 527(i)(4) provides that, fromthe date of establishnment (or
fromthe date of material change if the organization fails to
file an anmended Form 8871 (see Q%A-9)) until the date the
organi zation satisfies the notice requirenent, the taxable

i ncone of the organization includes its exenpt function incone
(including contributions received, nenbership dues, and
political fundraising receipts), mnus any deductions directly
connected with the production of that inconme. For purposes of
conputing its taxable incone, the organization may not deduct
its exenpt function expenditures because § 162(e) denies a
deduction for political canpaign expenditures.

Under 8 527(b), the tax is conputed by nultiplying the
organi zation's taxable incone (including its net investnent
i ncone) by the highest corporate tax rate, currently 35
percent. The organization nust file a Form 1120-POL to report
the inconme and pay the tax.

21. Q VWhen is an organi zati on described in 8§ 527(e)(1)?

A. An organi zation is described in 8 527(e)(1) if it
meets both the organizational and operational tests, that is,
it nmust be organized and operated primarily for the purpose of
accepting contributions or nmaking expenditures for an exenpt
function under 8§ 527(e)(2). See 8§ 1.527-2(a).

22. Q VWhat is an "exenpt function" under § 527(e)(2)?

A. "Exenpt function" neans, under 8§ 527(e)(2),
influencing or attenpting to influence the selection,
nom nati on, election, or appointnent of any individual to any
federal, state, or local public office or office in a
political organization, or the election of Presidential or
Vi ce-Presidential electors, whether or not such individual or
el ectors are selected, nom nated, elected, or appointed
(referred to as the “sel ection process”).

23. Q Are transfers to political organizations that fai
to file Form 8871 subject to the gift tax?
A. Section 2501(a)(5) provides that the gift tax does
not apply to transfers of noney or other property to political
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organi zations within the neaning of 8 527(e)(1). Therefore,
transfers to an organi zation described in 8 527(e)(1) (see
Q&A-21) are not subject to the gift tax, regardl ess of whether
t he organi zation has filed Form 8871

24. Q Is the Form 8871 notice publicly avail abl e?

A. Yes. Under 8§ 6104(a), Form 8871 (including any
supporting papers), and any |etter or other docunent the
Service issues with regard to Form 8871, will be open to
public inspection. Copies of Form 8871 that have been filed
are currently available at the RS Web Site at
www. i rs. gov/ polorgs (I RS Keyword: political orgs) and are
consi dered wi dely avail abl e under 8§ 301.6104(d)-2 of the
Procedure and Adm ni stration Regul ations, as long as the
organi zati on provides the IRS Web Site address to any person
maki ng a request for a copy (see also Q%A-54). | n addition,

t he organization is required to nake a copy of these materials
avail abl e for public inspection during regular business hours
at the organi zation's principal office (and at each of its
regional or district offices having at |east three paid

enpl oyees) in the sanme manner as applications for exenption of
8 501(c) organi zations are nmade available. § 6104(d).

25. Q What is the penalty on the organi zation for failure
to conply with the public inspection requirenent?

A. Under 8§ 6652(c)(1)(D), a penalty of $20 per day nmy
be i nposed on any person with a duty to conply with the public
i nspection requirenment for each day a failure to conply
conti nues.

1. Periodic Reporting Requirenents
26. Q What are the periodic reporting requirenents inposed
upon tax-exenpt political organizations?
A. Under 8 527(j), a tax-exenpt political organization
is required to report periodically certain contributions it
recei ves and expenditures it makes.

27. Q What is the required periodic reporting fornf

A. The required periodic reporting formis Form 8872,
Political Organization Report of Contributions and
Expendi t ures.

28. Q When are tax-exenpt political organizations required
to file periodic reports on Form 88727
A. Under 8 527(j)(2), tax-exenpt political
organi zations that accept contributions or make expenditures
for an exenpt function under 8§ 527 (see Q&A-22) during a
cal endar year are required to file periodic reports on
Form 8872, beginning with the first nonth or quarter during
t he cal endar year in which they accept contributions or make
expendi tures, unless excepted (see QQA-29). For exanmple, a
t ax- exenpt political organization that does not accept
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contributions or make expenditures for an exenpt function
under 8§ 527 until April of a particular calendar year is not
required to file Form 8872 for the first quarter or first
t hree nonths of that year (see Q&A-31 through Q&A-36 for
filing due dates), but nust file all quarterly or nonthly
reports due for the rest of the calendar year. |n addition,
t ax- exenpt political organizations that make contributions or
expenditures with respect to an election for federal office
(as defined in 8 527(j)(6)) may be required to file
pre-election reports for that election.

29. Q Are all tax-exenpt political organizations required
to file periodic reports on Form 88727
A. No, 8 527(j)(5) provides that certain organizations
are not subject to this requirenent. The foll ow ng tax-exenpt
political organizations are excepted fromthe filing
requi renents:
(a) Any organization excepted fromthe requirenent to
file a Form 8871 (see Q&A-3); and
(b) Any qualified state or local political organization
(see QRA-16).
Al'l other tax-exenpt political organizations are subject
to the reporting requirenents of 8 527(j).

30. Q I s an organization that reasonably anticipated it
woul d not have annual gross receipts of $25,000 or nore
required to file Form8872 if it, in fact, receives $25, 000
or nore in any taxable year?

A. An organi zation that receives $25,000 in any taxable
year no longer qualifies for the exception in 8 527(j)(5) (D)
and, therefore, nmust begin filing Form 8872 unless it neets

one of the other exceptions discussed in Q%A-29. (See QA-5
with respect to Form 8871.) A tax-exenpt political

organi zation nust file, within 30 days of receiving $25, 000,
any Form 8872 that would otherw se have been due during the

cal endar year prior to that date.

31. Q How often nust the Form 8872 be fil ed?

A. A tax-exenpt political organization subject to the
periodic reporting requirenment my choose to file Form 8872 on
a nonthly basis or on a quarterly/sem -annual basis, but it
must file on the sanme basis for the entire cal endar year.

32. Q What is an el ection year and non-el ection year for
pur poses of determ ning the due dates for filing Form 88727
A. An el ection year is any year in which a regularly
schedul ed general election for federal office is held, i.e.,
any even-nunbered year. A non-election year is therefore any
odd- nunbered year.
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33. Q | f an organization chooses to file on a nonthly
basis, when is Form 8872 due in a non-el ection year?

A. Pursuant to 8 527(j)(2)(B), a tax-exenpt political
organi zati on that chooses to file nmonthly nust file Form 8872
reports not later than the 20th day after the end of the
mont h, which nust be conplete as of the |ast day of the nonth.

Decenber activity is included in the year-end report that is
due not |ater than January 31 of the follow ng year.

34. Q | f an organization chooses to file on a nonthly
basis, when is Form 8872 due during an el ection year?

A. Pursuant to 8 527(j)(2)(B), in any election year
(i.e., even-nunbered years), nonthly reports are due not |ater
than the 20th day after the end of the nonth (see Q&A-33),
except the organization shall not file the reports regularly
due in Novenber and Decenber (i.e., the nonthly reports for
activity in October and Novenber). Instead, the organization
must file a Form 8872 report not later than 12 days before the
general election (or 15 days before the general election if
posted by registered or certified mail) that contains
information through the 20th day before the general election.

The organi zation nust also file a report no nore than 30 days
after the general election containing information through the
20t h day after the election. The Decenber activity is
included in the year-end report due not |ater than January 31
of the foll ow ng year.

35. Q | f an organization chooses not to file on a nonthly

basis, when is Form 8872 due in a non-el ection year?

A. Pursuant to 8 527(j)(2)(A), a tax-exenpt political

organi zati on that chooses not to file nonthly nust file
sem -annual reports in non-election years (i.e., odd-nunbered
years). These reports are due not later than July 31 for the
first half of the year and, for the second half of the year,
not |ater than January 31 of the follow ng year.

36. Q | f an organization chooses not to file on a nonthly
basis, when is Form 8872 due during an el ection year?

A. Pursuant to 8 527(j)(2)(A), in an election year
(even- nunbered years), an organi zation that chooses not to
file nmonthly reports nmust file quarterly reports not | ater
than the 15th day after the |ast day of the quarter, except
that the return for the final quarter shall be due not |ater
t han January 31 of the follow ng year. The organization nust
also file a post-general election report not |ater than 30
days after the general election that contains informtion
t hrough the 20th day after the election. |In addition, the
organi zation nust file a pre-election report for any election
for federal office with respect to which the organi zation
makes a contribution or expenditure. These reports shall be
filed not later than 12 days before the election (15 days
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before if posted by registered or certified mail) and nust
contain information through the 20th day before the el ection.

37. Q What is an election for purposes of the reporting
deadl i nes under 8§ 527(j)?
A. For purposes of determ ning what is an el ection year

and what el ections trigger the pre-election and post-general

el ection reports, 8 527(j)(6) provides that an "election"” is a
general, special, primary, or runoff election for a federal
office; a convention or caucus of a political party with
authority to nomnate a candidate for federal office; a
primary election to sel ect delegates to a national nom nating
convention of a political party; or a primary election to
express a preference for the nom nation of individuals for
election to the office of President. Thus, an election for
pur pose of these reporting deadlines does not include a purely
state or local election. Wen an election involves both

candi dates for federal office and candi dates for state or

| ocal offices, it is an election for purposes of the reporting
deadl i nes, but only those organi zations that nake
contributions or expenditures with respect to the candi dates
for federal office are required to file the pre-election
reports for those elections under 8 527(j)(2)(A) (i)(I1).
However, all reports filed under 8 527(j) nust contain

i nformati on about the contributions and expenditures within
the reporting period, regardl ess of whether they were accepted
or made with respect to candi dates for federal, state or | ocal
of fice.

38. Q What is a general election?

A. A general election is either one of the follow ng:

(a) An election for federal office held in even nunbered
years on the Tuesday following the first Monday in
Novenber or

(b) An election held to fill a vacancy in a federal
office (i.e., a special election) that is intended
to result in the final selection of a single
individual to the office at stake. See 11 C. F. R
100. 2(b).

39. Q How wil | "el ection" under 8§ 527(j)(6) be
interpreted?

A. The definition of "election" under 8 527(j)(6) is
virtually identical to the definition of "election" under FECA
(2 US.C 8 431(1)). Organizations my rely on FEC
interpretations of the FECA definition in the absence of
further guidance fromthe Service. The FEC publishes
i nformati on concerning the filing requirenents under FECA and
the dates for filing those reports, including information on
the dates of elections, on its Wb Site at ww. fec.gov. The
Service also publishes this information on the |RS Web Site at
www. i rs. gov/ polorgs (I RS Keyword: political orgs).
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40. Q. What nust a Form 8872 report contain?

A. The report nust include the nane, address, and (if
an individual) the occupation and enpl oyer, of any person to
whom expendi tures are nmade that aggregate $500 or nore in a
cal endar year and the ampbunt, date and purpose of each
expenditure. The report nust also include the nane, address,
and (if an individual) the occupation and enpl oyer, of any
person that contributes in the aggregate $200 or nore in a
cal endar year and the ampbunt and date of each contri bution.
However, an organization is not required to report independent
expenditures, as defined in 8 301 of FECA. Only expenditures
made or contributions received after July 1, 2000, that are
not nmade or received pursuant to binding contracts entered
into before July 2, 2000, nust be reported.

41. Q VWhat is an independent expenditure under § 301 of
FECA?

A. An i ndependent expenditure is an expenditure by a
person expressly advocating the election or defeat of a
clearly identified candidate for federal office that is nmade
W t hout cooperation or consultation with any candi date for
federal office, or any authorized commttee or agent of such
candi date, and that is not made in concert with, or at the
request or suggestion of, any candidate for federal office, or
aut horized comm ttee or agent of such candidate. See 2 U S.C.
8§ 431(17).

42. Q. Where is the Form 8872 fil ed?

A. Except as provided below, the Form 8872 may be filed
either electronically or by sending a signed copy of Form 8872
to the Internal Revenue Service Center, Ogden, UT 84201. The
form nust be signed by an official authorized by the
organi zation to sign the report. The formmmay be filed
electronically at the IRS Wb Site at ww.irs.gov/polorgs (IRS
Keyword: political orgs). For fornms due after June 30, 2003,
the Form 8872 nmust be filed electronically by organi zations
t hat have, or expect to have, contributions or expenditures
exceedi ng $50, 000 for the cal endar year. Organizations that
conplete the electronic filing of Form 8871 receive a user ID
and password that nust be used when filing Form 8872
el ectronically.

43. Q. What if a tax-exenpt political organization that has

filed Form 8871 does not file the required Form 88727

A. Under 8 527(j) (1), a tax-exenpt political

organi zati on that does not tinely file the required Form 8872,
or that fails to include the information required on the
Form 8872, nust pay an anmount cal culated by multiplying the
amount of contributions and expenditures that are not
di scl osed by the highest corporate tax rate, currently 35
percent.
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44. Q. Is the Form 8872 filed by tax-exenpt politica
organi zati ons publicly avail abl e?

A. Yes. Under 8 6104(b) and 8§ 6104(d)(6), Form 8872
wi ||l be made avail able for public inspection by the Service.
Copi es of Form 8872 that have been filed are currently
avail able at the IRS Web Site at ww. irs.gov/polorgs (IRS
Keyword: political orgs) and are considered w dely avail abl e
under 8§ 301.6104(d)-2, as long as the organization provides
the |RS Web Site address to any person making a request for a
copy (see also Q®A-54). In addition, under 8§ 6104(d)(1) (A,
the organization is required to nake a copy of these reports
avail abl e for public inspection during regular business hours
at the organi zation's principal office (and at each of its
regional or district offices having at |east three paid
enpl oyees) in the sanme manner as applications for exenption of
8§ 501(c) organi zations are nmade avail able. Pursuant to
8§ 6104(b) and 8 6104(d)(3)(A), contributor information nust be
di scl osed to the public.

45. Q. What if the political organization does not make its
Form 8872 publicly avail abl e?

A. Under 8§ 6652(c)(1)(C), a penalty of $20 per day nmy
be i nposed on any person with a duty to conply with the public
i nspection requirenment for each day a failure to conply
continues. The maxi mum penalty that may be incurred for any
failure to disclose any one report is $10, 000.

I11. Annual Return Requirenents

46. Q. Whi ch political organizations are required to file
annual inconme tax returns?
A. A political organization, whether or not tax-exenpt,

t hat has taxable income in excess of the $100 specific
deduction all owed under 8 527 is required to file an annual
income tax return on Form 1120-POL, U.S. Inconme Tax Return for

Certain Political Organizations. § 6012(a)(6).

47. Q. VWhen is the Form 1120- POL due?

A The Form 1120-POL is due on or before the 15th day
of the third nonth after the close of the organi zation's
taxabl e year. 8 6072(b). Thus, for a cal endar-year taxpayer,
Form 1120-POL is due on March 15 of the follow ng year
Political organizations my request a six-nonth extension of
the filing deadline by filing Form 7004, Application for
Automatic Extension of Time to File Corporate Income Tax
Return. This formnust be filed by the due date of
Form 1120- POL.

48. Q. What if the political organization fails to file
Form 1120- POL?
A. A political organization that fails to tinely file a
required Form 1120- POL nust pay an additional anmount equal to
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5 percent of the tax due for each nonth (or partial nonth) the
return is late up to a maxi num of 25 percent of the tax due,
unl ess the organi zation shows that the failure was due to
reasonabl e cause. A political organization that fails to
timely pay the tax shown or required to be shown on
Form 1120- POL, nust pay an additional anount equal to
0.5 percent of the unpaid tax for each nonth (or parti al
month) the tax is not paid up to a maxi num of 25 percent of
t he unpaid tax, unless the organization shows that the failure
was due to reasonable cause. 8§ 6651(a). (A technical
correction may be needed to clarify that penalties under
8 6652 that apply to failure to file Form 990 (see Q&A-53) do
not apply to a failure to file Form 1120-PQOL.)

49. Q. Are the Fornms 1120-POL filed by politica
organi zati ons publicly avail abl e?
A. No, the Fornms 1120-POL filed by political
organi zations are not required to be available for public
i nspection by the Service or the organization.

50. Q Whi ch political organizations are required to file
an annual information return?
A. Only tax-exenpt political organizations may be

required to file annual information returns. A tax-exenpt
political organization (other than a qualified state or | ocal
political organization) with $25,000 or nore of annual gross
receipts is required to file Form 990, Return of Organization
Exenpt from I ncome Tax, for taxable years beginning after June
30, 2000, unless excepted (see Q&A-51). Qualified state or

| ocal political organizations (see Q&A-16) are required to
file Form990 if they have annual gross receipts of $100, 000
or nore. 8 6033(g)(1l). Tax-exenpt organizations with gross
recei pts of less than $100, 000 and assets | ess than $250, 000
may file Form 990-EZ, Short Form Return of Organization Exenpt
from I ncome Tax. Tax-exenpt organi zations with gross receipts
of less than $25,000 are not required to file Form 990 or

Form 990- EZ.

51. Q Are all tax-exenpt political organizations required
to file the Form 9907
A. No, 8 6033(g)(3) provides that certain organizations
are not subject to this requirenent. The tax-exenpt political
organi zati ons excepted fromthe Form 990 filing requirenments
are as follows:
(a) Any organization excepted fromthe requirenment to
file a Form 8871 (see Q&A-3); and
(b) Any caucus or association of state or | ocal
of ficials.
52. Q. When is the Form 990 due?
A. The Form 990 (or Form 990-EZ) is due on or before
the 15th day of the fifth nonth after the close of the
organi zation's taxable year. Thus, for a cal endar-year
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t axpayer, Form 990 is due on May 15 of the follow ng year.
Tax-exenpt political organizations may request a three-nonth
extensi on, w thout show ng cause, by filing Form 8868,
Application for Extension of Tinme to file an Exenpt
Organi zation Return, by the due date of the Form 990. A
second three-nonth extension, with cause, nmay al so be
requested by filing Form 8868.

53. Q VWhat if the political organization fails to file

Form 9907

A. A political organization that fails to file a

required Form 990 or fails to include required informtion on
those returns is subject to a penalty of $20 per day for every
day such failure continues. The maxi mum penalty i nposed
regardi ng any one return is the |l esser of $10,000 or 5 percent
of the gross receipts of the organization for the year. In the
case of an organi zation having gross receipts exceeding
$1, 000, 000 for any year, the penalty is increased to $100 per
day with a maxi num penalty of $50,000. § 6652(c)(1)(A).

54. Q Are the Fornms 990 filed by tax-exenpt politica
organi zations publicly avail abl e?

A. Yes, the Forms 990 filed for taxable years begi nning
after June 30, 2000, including contributor informtion
reported on Schedule B, will be made avail able for public
i nspection by the Service. 8 6104(b) and 8§ 6104(d)(3)(A). In

addi tion, each political organization nust mke a copy of
these returns, including contributor information reported on
Schedul e B, available for public inspection during regul ar
busi ness hours at its principal office (and any regi onal or
district offices having at |east three paid enployees) in the
sane manner as annual information returns of § 501(c)

organi zati ons are made available. It nust also provide a copy
of these returns to any person requesting a copy in person or
in witing wthout charge other than a reasonabl e charge for
reproduction and postage in the sanme nmanner that 8§ 501(c)
organi zati ons provide copies of their annual returns.

8 6104(d) (1) and & 6104(d)(3)(A). |If an organization's
returns are wi dely avail able under 8 301.6104(d)-2 (such as on
the Internet), the organization need not respond to requests
for copies so long as it provides the web site address where
the returns are avail able to any person making a request.
Returns only need to be made avail able for three years after
filing. 8§ 6104(d)(2).

55. Q VWhat if the tax-exenpt political organization does
not make its Fornms 990 publicly avail abl e?

A. A penalty of $20 per day may be inposed on any
person with a duty to conply with the public inspection
requi renent for each day a failure to conply continues. The
maxi num penalty that may be incurred for any failure to
di scl ose any one return is $10,000. 8 6652(c)(1)(C).
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V. Ceneral
56. Q What if the filing date for any of these forns falls
on Saturday, Sunday or a holiday?
A. | f any due date falls on a Saturday, Sunday or | egal
hol i day, the organization may file the report on the next
busi ness day.

57. Q Where can organi zati ons access the various forns?
A The various forns and their instructions are

avail abl e by calling 1-800-TAX-FORM (1-800-829-3676) or via

the Internet at the IRS Web Site at ww. irs.gov in the "Forns

and Publications" section.

58. Q What if an organi zati on has questions regarding the
notice and reporting requirements?
A. For nore information, organizations may call the

TE/ GE Custonmer Service Center at 1-877-829-5500.

EFFECT ON OTHER REVENUE RULI NGS
Rev. Rul. 2000-49 is nodified and superseded.

DRAFTI NG | NFORMATI ON
The principal author of this revenue ruling is
Judith E. Kindell of Exenpt Organi zations. For further
information regarding this revenue ruling contact
Judith E. Kindell on (202) 283-8964 (not a toll-free call).



